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Understanding the Consumer—Research As an 
Aid to Pricing and Production* 


By Franx R. Courant 
Director of Research, Pedlar & Ryan, Inc. 


M°=? promising of all the frontiers awaiting business exploration is 
better knowledge of the turns of mind that cause people to buy or 


not to buy certain products. 

Many sales executives believe that they know all about prospective 
customers’ minds by divine gift. If a man is really rich in this gift, he is 
likely to become a great merchant; if he is right half the time, he rates a 
fair degree of success; but if he is one of the many who just think they 
have the gift, he is probably a fluent explainer of unfavorable conditions. 

Conspicuously successful firms like General Motors, General Foods, Bor- 
den Company, and Procter & Gamble, have learned to rely little upon the 
judgments of the cocksure man who knows all the answers immediately. 
Far more they depend upon the researcher who never quotes opinions, but 
speaks with assurance only after he has analyzed the reactions of several 
hundreds or thousands of prospective customers. 

Profit being the life-blood of business, and profit coming from the 
price at which goods are sold, one of the most important duties of research 
is to determine what price the consumer is willing to pay. This knowledge 
is best obtained by a thorough understanding of whether purchasers are 
motivated by a desire for economy, or a lazier way of living, or emulation 
of recognized superiors, or a desire for something lacking in their emotional 
lives, or a wish to keep ahead of their neighbors, etc. 


- BE paper was presented at the Fifth Annual Wharton Alumni Institute of Business, May 


The object of the publications of the American Management Association is to place before th 
members ideas which itis hoped miny prove imterestl ond informative, bus the Association does not 
stand spencer for vising auaresend by wathere tm exile leanel Ge Or ue Be Sena 


163 





164 THE MANAGEMENT REVIEW 


Research has discovered that. in many cases the selling price where 
least consumer resistance is encountered has little to do wtih manufacturing 
costs. Executives who are primarily merchants readily accept this finding 
because it is in line with their own experience. Executives who are pri- 
marily manufacturers are likely to agree, but go right on figuring manu- 
facturing cost plus a desired percentage of mark-up as the proper selling 
price. 

There are, of course, certain industries where selling price must go 
up or down with costs, as the thermometer changes with the weather. Nearly 
all bulk goods and staples, for example, must change in price with the fluctu- 
ations of labor and basic material costs. 

But in merchandise that has to do with personal appearance, or an 
appeal to any of the five senses, or to the emotions, it is the purchaser 
and not the seller who fixes the price level of least resistance. 

“Buyer's market” is a familiar, well-understood term. Understood, 
that is, in the sense that there are times when the buyer will pay just so 
much and no more. Manufacturers then become painfully aware of the 
indifference of consumer to production costs. 

Every so often, we see a manufacturer appealing to prospective cus- 
tomers on the basis of fair play, pointing out how corner ctttters are un- 
dermining the American standard of living, etc. There seem to be few 
instances where the public has shown much interest in such appeals. It 
is just his hard luck when the seller cannot produce the goods at the price 
the purchaser is willing to pay. If chicken costs more than people want 
to pay, they buy pork, and all the proof in the world that you cannot. raise 
chicken to sell at a price as low as pork will leave the purchaser unmoved. 

There is another kind of buyer’s market that is less understood. On 
certain products, the consumer is ready and willing to pay a price several 
times the cost of production. 

Suppose we take, as instances, the cosmetics of Helena Rubinstein, 
Elizabeth Arden, Harriet Hubbard Ayer, and other leaders in the beauty 
field. Purchasers of these fine cosmetics seem rather to enjoy the thrill 
it gives them to buy something which they hope other women cannot afford 
to buy. They are well aware that such products are sold at a wide margin 
of profit above the production cost; nevertheless, most women really prefer 
to pay a high price for cosmetics. 

One manufacturer, who is today a minor maker of toiletries, for years 
was a leader. This manufacturer believed that if he offered cosmetics for 
25 cents while competitors were charging from $1.00 to $2.00, women would 
recognize the great value and be pleased. He even tried to argue them 
out of preferring French perfumes, by assuring them that American per- 
fumes were nicer and much cheaper. He did not seem to understand women. 
This manufacturer’s position declined steadily, and when research was called 
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in, too late, it quickly came to light that women were contemptuous of the 
line as something cheap. 

There are sincere crusaders who are constantly pointing out to consumers 
that they are paying more than a fair manufacturing profit for many articles, 
and certain men in government service would like to have the government 
fix grade marks on all merchandise so that the consumer can choose between 
competing articles of the same grade and buy the best value. 

The worthiness of their purpose is evident. The futility of their cause 
becomes equally evident to all who study the psychology of the consumer. 
Allyn McIntire, President of the Association of National Advertisers, points 
out that a woman will not care about the government grade mark on stock- 
ings if she makes up her mind that a certain brand will make her legs look 
more shapely. 

Some of the crusading bulletins have pointed out that the cost per shave 
of brushless creams is several times the cost per shave of soap creams. 
Carrying it still further, perhaps the lowest cost per shave could be achieved 
by using a good free lathering toilet soap in a mug. Research, however, 
discloses that brushless creams are increasing in sales, because men are will- 
ing to pay a higher price to get rid of the brush, even as they showed 
willingness to pay for soap creams that made shaving easier and more 
pleasant. 

People whose means are not too rigidly limited are glad to pay the 
higher price charged for Squibb products, because faith has been built up 
in the integrity of this maker, even though consumers probably could buy 
preparations just as effective from the drug store under the name of the 
ingredients. There is a government grade mark—U.S.P.—on standard phar- 
maceuticals. All physicians, and many laymen, know the meaning of that 
grade mark; but they have shown willingness to pay a little premium be- 
cause of special confidence in certain houses. 

A survey of the dentifrice market, made six years ago, showed one 
brand dominantly the leader in all social classes. Recently several surveys 
of the dentifrice market have shown that this brand has lost its former high 
standing to a brand selling at a substantially higher price. To the best of 
my knowledge, this former leader is as high in quality as it was when top 
brand. One change has been made, however. It is now being sold at a 
reduced price, and research has determined that its greatest acceptance now 
is among families whose standard of living is relatively low. Apparently 
this product has lost prestige with the upper class market. On many other 
commodities, research has learned that when the price is reduced, upper 
class consumers tend to believe that the quality must also be poorer than 
when it was sold at a higher price. 

It is often true that the public judges quality by the price charged, and 
it is equally true that when a manufacturer becomes over-conscious of price 
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competition, he is tempted to lose the esteem of his upper class customers 
in a race for tonnage. 

The economy motive seems to be of most importance on frequently 
bought articles. It seems to be of minor importance on goods that are 
bought only occasionally, on which people like to indulge their sense of 
luxury, and to feel that they can afford to buy what they consider the best. 

It is necessary to understand thoroughly the consumer motivation. This 
makes it easier to determine by tests what price the consumer wants to pay, 
and the probable effect of either increasing or decreasing the price. Often, 
before any move is made to change the price, the probable effect of the price 
change can be determined by a study of how the consumer regards competi- 
tive or somewhat analogous goods that are now being sold at the proposed 
price level. 

There are many instances where the reduction of price has greatly ex- 
panded the market among consumers. Conspicuous among these is the auto- 
mobile. Ford pioneered a low-priced car, and multiplied the market. But 
apparently the Ford organization fell behind General Motors in understand- 
ing what the public wants and will pay to get. Ford continued to emphasize 
low price, and high value, but Chevrolets outsold Fords. Had Ford been 
as close to understanding the consumer as General Motors, through General 
Motors’ Customer Research, Ford might have retained leadership. 


Consulting the Consumer About the Product 


Groups of executives frequently indulge in lengthy arguments about 
what women will like. True enough, most of the merchandise that women 
like is designed by men experts, one at a time. Groups of experts seldom 
agree, because most of them are thinking of one particular woman. Some- 
times they invite a woman to sit in. Bu this still gives them the viewpoint 
of one woman only. 

To study the prospective consumer—man or woman—it is fundamental 
in research to be sure that the sample is adequate. Of course, the creators 
of merchandise must lead the consumer into new desires; they cannot wait 
for consumer wants to turn up. Once an inspired idea begins to take form, 
or several forms, however, it is relatively an easy matter to short-circuit the 
debates by going directly to the consumer for a decision. 

One of the most expert gaugers of consumer reactions is General Motors. 
H. G. Weaver, head of their Customer Research is quoted in News and 
Views in these words: 


“On really basic changes in design, it is but natural that our engineers should 
always be in advance of the public’s thinking, but customer research enables us to 
determine the boundary lines of public acceptance. It tells us which of the various 
new developments we have up our sleeve might be the most appropriate to push ahead. 
On the other hand, when it comes to questions of detail in design, the public’s usage 
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of a car day in and day out enables the motorists to make many noteworthy con- 
tributions. 

“For example, a hard driver does not like to have too much polished chromium 
visible from the driver’s seat. This is really not an engineering problem. It is a 
personal conclusion reached only by extensive usage. The desire for less chromium 
visible from the driver’s seat is particularly pronounced in snow-bound countries, and 
in desert countries where the glare of the surrounding terrain is more pronounced. 
Facts of this kind are brought forth by customer research surveys. 

“The comparison of our 1933 models with our 1932 models shows a great number 
of improvements which are strikingly in harmony with our customer research findings. 
The 1934 models will be even more definitely in line with the tastes of the motoring 
public, as indicated by our surveys.” 

We are all familiar with the pictorial form of questionnaire, developed 
by Mr. Weaver, which has been distributed by the millions to get the reac- 
tions of consumers to details of motor car design. It is striking to notice 
how the ideas advanced by consumers in 1932 have been applied to recent 
cars. The pictorial method of testing consumer reactions can be applied to 
matters other than engineering design. It has the particular advantage of 
intriguing the person who receives the questionnaire by mail, for it has 
the temptation of an interesting game. 

We are also familiar with the new air-flow designs in Chryslers and 
De Sotos. It is likely that there were some executive differences of opinion 
about how the public would react to so radical a design, but the debates 
were abbreviated by a decision to build a few cars by hand, put them on 
exhibition at the motor shows, and assign research men to find out from 
visitors looking at them the probable extent of consumer acceptance. It has 
been stated that the answer was—about half the viewers liked the new 
models very well; half did not like them at all. The decision, based on this 
reflection of consumer attitude, was to go ahead and try for the half of 
the market that could be expected to like the air-flow, but not to put all the 
eggs in this basket. For the other half of the market, there are more con- 
ventional models of Chrysler-made cars. 

Another familiar example of testing the reaction of the public to a new 
product is the present tour of the Burlington streamline “Zephyr” train. 
The tour has its engineering phases, of course, but the evidence that it is 
also a test of public reaction is that it is being opened to public view in many 
important railroad stations. The builders are not entirely altruistic in giving 
the public this free entertainment. They want to know how people regard 
such a departure from the conventional, and they know it is unsafe to assume 
that the public will like the design merely because it is new and more efficient. 

Sometimes consumer research develops unexpected angles. We are 
acquainted with the Bon Ami deluxe package and perhaps have wondered 
why it is wrapped in cellophane. Obviously, Bon Ami is not a product that 
needs the protection of cellophane to keep the contents in good condition. 
The story is this—when the oval can was adopted, shipping tests brought 
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to light the fact that in the packing case the cans chafed against each other, 
scarring the sides and thereby handicapping their eye appeal. A number of 
separating devices were tried, and it was found that a band of cellophane 
around the labels would serve at low cost to protect the can from abrasion. 
It was decided to see how housewives liked the cellophane band, though 
research has long since learned that people always like cellophane. 

Casually, rather than by intent, some of the packages were wrapped with 
cellophane over the ends as well as over the label, and in tests of consumer 
reaction, it appeared that the housewife preferred the entire can wrapped 
in cellophane rather than merely over the label. Of course the cellophane 
over the ends of the can serves no useful purpose whatever. Logic is all 
against it, except the brand of logic that recognizes the supremacy of the 
consumer’s desires. 

About two years ago, it was decided that Camay soap should be en- 
livened in shelf appeal by using a brighter wrapper. About 80 designs 
were prepared and each executive had his own choice, but all were agreeable 
to letting the consumer make the final choice. 

The method used was to exhibit only a few wrappers at a time. Expe- 
rience has shown that people are confused if you show them half a dozen 
or more designs at a time, and ask them to choose. Each phase of the 
test reduced the number of eligible designs by dropping those which received 
the lowest vote. 

By the time approximately 20,000 women had been interviewed, there 
remained about 12 designs which had survived the eliminations. The re- 
searchers had a hunch that although the remaining designs seemed utterly 
unlike each other in characteristics, there might be some common factor 
among them. Research is often a process of having hunches and running 
down their soundness. This hunch was correct. The common factor in all 
the surviving packages was that green predominated. 

Tests were carried further to see whether the same designs in different 
colors would survive elimination tests. They did not. In fact, the discovery 
was made that so long as certain particular shades of green were used in 
the color scheme, women were more or less indifferent to the design itself. 
There were, however, certain colors that they liked to have combined with 
the green ; other colors which they did not like in combination. About 40,000 
comparisons were made before the present colors—a particular shade of 
green, and a particular shade of yellow—were adopted as the final package. 


Gauging Production by Consumer Demand 


Closely allied with consumer research is sales analysis, for sales figures 
properly analyzed give the researcher clues on where to begin studying the 
causes of good or poor acceptance. It is surprising how few firms have 
anything approaching a proper analysis of their sales. Often this is due 
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to placing the responsibility upon the Accounting Department, though it is 
easy to understand that most accountants are not market-minded. 

It is a common situation to find that sales figures show principally the 
shipments to wholesalers, and a study of such figures can lead to false 
assumptions that certain cities are buying heavily when the fact is that the 
goods are being consumed far from the wholesaling center of distribution. 
Sales figures show fluctuations that may be due to inventory policies. For 
example, just before a price increase, there will be a tendency among dealers 
to stock up. If there is a good prospect of a decline in price, or the credit 
situation tightens, the amount of goods in distribution channels between the 
manufacturer and the consumer will show a decline which is sometimes mis- 
takenly read as a sales loss. 

Over a long term, shipment figures will show the trend of consumer 
demand, but the manufacturer who depends upon sales figures superficially 
analyzed to tell him how to gauge production is apt to get the information too 
late to do him much good. Seeming sales increases have repeatedly been 
traced to nothing more than a hard-driven sales force getting more dealers 
to place the goods on their shelves to collect dust. 

One manufacturer spent $1,000,000 on rehabilitating an old product. 
Sales went up, because the sales force drove hard on stocking up the trade. 
Eventually, say in a year, sales figures would show whether consumers were 
buying from dealers in satisfactory volume. But after 7 months, it became 
a pressing problem to know quickly whether to increase or cut down on 
next year’s advertising. Research determined that 17 per cent more con- 
sumers were using the product, so advertising pressure was increased. The 
consumer field study convinced the company’s directors. Months later, the 
sales figures confirmed the research findings. 

It is difficult—not to say impossible—to sit in your office and rationalize 
to a correct conclusion on how the people in different parts of the country 
will react. Researchers are extensive travelers as a rule, and from their 
field experience they pointed out several years ago that there is no such 
thing as a “national market.” For instance, there are 96 Metropolitan Dis- 
tricts, each consisting of a central city of 50,000 or more population, and 
surrounded by suburbs with like habits of living, which brings the total 
population of each district to over 100,000. Certain groups of these cities 
have similar characteristics, but it is fallacious to regard them altogether as 
a unified big city market. 

Let us take San Francisco-Oakland, and St. Louis, as two districts of 
approximately equal size. They are entirely different in the characteristics 
of their population. The 1930 yearly retail sales in San Francisco-Oakland 
were $2,618 per family, or 26.5 per cent above the national average of Met- 
ropolitan Districts. In St. Louis they were $1,965, or 5 per cent below 
average. San Franciscans will respond to many articles and qualities of mer- 
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chandise that the thrifty St. Louisan housewife of German ancestry will feel 
that she cannot afford. On the other hand, if you do win the St. Louis 
market by patience and merit, it will stay loyal to your brand far longer than 
other markets that are more quickly responsive. 

In some parts of the country, there is a strong local patriotism for 
certain brands. In Colorado, for instance, the popular evaporated milk is— 
or at least was—Columbine brand. For years, the Carnation Milk Company 
tried to break into the Colorado market, but was forced eventually to buy 
out the Columbine brand and sell Carnation Milk under that label in the 
Colorado market. One of the reasons given by the trade is that the Columbine 
is the state flower. 

One brand of coffee, which I am not at liberty to name, is national in 
name, But the blend is varied sectionally to suit local tastes. In New 
Orleans, for instance, the preference is for a strong coffee, made by the 
French Drip process, and this. national brand is sold there in a blend that 
suits the New Orleans market. If you were used to this brand in New 
Orleans, and moved to the Northwest, you would find an altogether different 
blend. By understanding the consumer, the makers have modified the 
product to suit the tastes of each market. 

Corn starches are sold under many brands ; at least 80 per cent originate 
with the same manufacturer. Different sections of the county have their local 


preferences. Identical condensed milk is also canned under many labels. 

We accept as a rule of our work that we must not take the open forum 
and announce our consumer survey findings. But have you noticed a trend 
toward photographic illustration? Have you noticed that some media are 
gaining in lineage faster than competition? Do you ever stop to reason out 
why some companies who use research are right more often than their com- 
petitors who underestimate the value of research? 
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GENERAL MANAGEMENT 


America Must Choose 


The Secretary of Agriculture presents a 
picture of the dilemma in which America 
now finds itself. We are confronted, he 
shows, by two possible extremes. We can 
restore international economic cooperation 
in order to find an outlet for our produc- 
tive facilities, or we can turn our backs on 
the rest of the world and bend every effort 
to establish and maintain a tightly pro- 
tected, self-sufficient nation. 

The first course would require a radical 
scaling-down of tariff walls, the acceptance 
of more goods from abroad than we have 
been willing to accept in the past, and a 
widespread reorganization of protected in- 
dustries. The second course would mean 
that more than forty million acres of farm 
land would have to be withdrawn perma- 
nently from cultivation; that every plowed 
field might eventually have to be licensed; 
and that a rigid discipline would necessarily 
supplant individual freedom. It may be 
possible, as Secretary Wallace suggests, to 
find a middle course. But we cannot try 
to go both ways at once and hope to obtain 
a balanced, functioning economy. By Henry 
A. Wallace. World Affairs Pamphlets No. 
3, Foreign Policy Association, 1934. 33 
pages. 


Our Government’s Relation to Industry 
and the Railroads 


This pamphlet considers two of the new 
Congressional measures—the National In- 
dustrial Recovery Act and the Emergency 
Railroad Act. Aspects of the Recovery Act 
are outlined with particular emphasis on 
the objectives of the NRA Codes, provi- 





sions of the Codes and the procedure fol- 
lowed in their adoption. 

Following a brief historical sketch of the 
transportation problem, the authors de- 
scribe the provisions and machinery of the 
Emergency legislation passed in June, 1933, 
to cope with the rail situation. At the con- 
clusion of the outline is appended a list of 
suggestions useful in securing an under- 
standing of American industry and rail- 
roads. By Samuel Everett and Leon C. 
Marshall. Bureau of Publications, Teach- 
ers College, Columbia University, 1933. 29 
pages. 


Economic Objections to the St. Law- 
rence Waterway Project 


An outline, presented in two articles, of 
the economic objections to the proposed St. 
Lawrence Waterway project, from the view- 
point of transportation and electric power. 
The author describes the numerous factors 
which, in his opinion, make the project eco- 
nomically unsound and financially profli- 
gate. Among the more important objec- 
tions to this undertaking the following are 
cited: 1. The estimated cost is much too 
low and does not include expenditure neces- 
sary to deepen Great Lake harbors to 27 
feet; 2. The present waterway is highly 
efficient, lake vessels which carry grain 
being better adapted to the service than 
ocean vessels; 3. The belief that the water- 
way would create greatly enlarged com- 
merce is without foundation; 4. To provide 
an alleged cheaper route for Canadians via 
St. Lawrence river would operate to the 
detriment of our producers in the South- 
west and Pacific sections ; 5. It would prob- 
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ably injure our domestic coal producers; 
6. The most fundamental reason for object- 
ing to the project is that the cost of trans- 
portation upon it would exceed the rail 
cost of transportation if all the items of 
cost are included: 7. The waterway will 
draw upon traffic now efficiently handled 
through the ports of New York, Philadel- 
phia, Boston, Baltimore, Buffalo and others, 
thus decreasing the return on what repre- 
sents large investments; 8. Study of the 
hydro-power aspects of the project indicate 
many difficulties, not the least of which is 
the actual sale of the power generated. 

It appears that the only possibility for 
large sales lies in the direction of attract- 
ing industries to locate at or near the St. 
Lawrence dam. Concluding his stand 
against the proposed waterway, the author 
states “Irrespective of any question of 
legality, it is unfair sectionalism to expend 
half a billion upon a project which its pro- 
ponents allege is primarily for the benefit 
of western grain farmers when the tax bur- 
den of such will fall mainly upon the popu- 
lous East.” By Howard B. Wilson. Pub- 
lic Utilities Fortnightly, February 15, 1934, 
p. 199:8; March 1, 1934, p. 267 :8. 


What the AAA Is Doing 


The Agricultural Adjustment Adminis- 
tration was born just about a year ago. The 
Manager, Agricultural Service Depart- 
ment, U. S. Chamber of Commerce, de- 
scribes in this article the 12-month attack 
waged by the AAA against such surplus 
farm products as cotton, wheat, hogs, and 
corn. By D. L. James. Nation’s Business, 
May, 1934. p. 69:2. 


Legal Aspects of the NRA Code System 


This memorandum provides an outline of 
some of the points upon which judicial in- 
terpretation is needed in order to clarify 
the situation with respect to the authority 
of the National Recovery Administration 
and ‘the scope of its activities, assuming 
that within reasonable limits the power to 
regulate wages, hours, production and prices 
is justified by the existing emergency. The 
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study considers not the constitutionality of 
the provisions of the Recovery Act, but 
certain constitutional and legal aspects of 
the program of regulation developed. Na- 
tional Industrial Conference Board, Memo- 
randum No. 27, April 12, 1934. 4 pages. 


Problems of Industrial Taxation 


An analysis of the many forms of taxa- 
tion to which industry is subjected, forms 
the subject of this article, originally deliy- 
ered as a radio address. After pointing out 
that the only permanent remedy to burden- 
some taxation is economy in government, 
the writer concludes “that Congress, our 
state legislatures, and our local govern- 
ments, have a tremendous task to reduce 
public expenditures and to distribute fairly 
the necessary tax burden. The difficulties 
are not to be minimized. Industry will as- 
sume its full share of the burden, but it is 
entitled to have the assurance that this 
burden has been ‘so contrived as to take 
out of the pockets of the people as little as 
possible over what is needed by the Public 
Treasury,’ and to have the further assur- 
ance that the tax burden has been spread 
as equitably as is humanly possible.” By 
Walter A. Staub. L. R. B. & M. Journal, 
March, 1934, p. 1:7. 


How Many People Own America’s 
Corporations? 


Though the increase in stockholders of 
American corporations was not so sharp in 
1933 as in the three preceding years, there 
still was an increase, as revealed by this 
report on corporate ownership. “It is a 
surprising fact that the number of stock- 
holders in 151 of America’s great corpora- 
tions increased only seven-tenths of one per 
cent during 1933, while general business 
activity was considerably higher than the 
year before,” states the author. “In my 
opinion, the poor showing of 1933 must be 
attributed in large measure to the develop- 
ments of the year which discouraged invest- 
ment and the flotation and marketing of 
security issues.” The gain of 0.7 per cent 
came from increases in stockholders of 62 
corporations, while the other 89 companies 
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reported losses in investors. The greatest 
gain was made in the food industry, rep- 
resenting consumers’ goods, while pro- 
ducers’ goods like oils, metals and chemi- 
cals showed a loss of 2.9 per cent in stock- 
holders. Public utilities reported a slight 
gain of 1 per cent. The greatest percentage 
of gain was made by Chesapeake and Ohio 
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Railway Company, with a jump of 33.2 per 
cent. Other gains of 20 per cent or more 
were reported by American Tobacco Com- 
pany, R. J. Reynolds Tobacco Company, 
Pacific Lighting Corporation and Atlas 
Corporation. Charts accompany this study. 
By Daniel Starch. Forbes, May 1, 1934, 
p. 10:3. 


FINANCIAL MANAGEMENT 


Liquidity and Solvency of National 
Banks, 1923-33 


This study analyzes bank policies in the 
period from 1923, when the Comptroller of 
the Currency began to publish detailed re- 
ports on earning assets of national banks, 
up to 1933, for the purpose of determining 
the causes which led to the extensive fail- 
ures during the recent depression. The 
study is limited to national banks, classified 
into the three groups of non-reserve or 
country, reserve, and central reserve city 
banks. The survey is confined to the poli- 
cies of these banks relating to their re- 
serves in the attainment of liquidity, and 
to their capital funds in the achievement of 
solvency. 

“From this analysis it would seem that 
the failures of country banks in the depres- 
sion were due not so much to. illiquidity 
or inadequacy of reserves, as to insolvency 
or insufficiency of net capital funds. The 
remedy in the future lies in the maintenance 
of a sufficient proportion of net capital to 
shrinkable assets particularly securities 
other than United States governments. .. . 
Future legislation should recognize under- 
capitalization in relation to shrinkable as- 
sets, particularly securities other than 
United States governments, as a funda- 
mental cause of bank failures, and conse- 
quently change the basis of minimum capi- 
talization from that of population of the 
locality to the amount of shrinkable assets, 
particularly securities.” By George W. Ed- 
wards. The Journal of Business of the 
University of Chicago, April, 1934, p. 
161 :12, 


Deposits in Closed Banks 


Financial and legal aspects which are 
involved in full government payment of de- 
positor claims is the subject of this article. 

The difficulties entailed in the repayment 
of deposits as outlined in this article are 
considered basic by the Administration, and 
they would be met, it is thought, in one 
form or another, under any legislation look- 
ing towards further mandatory assistance 
to depositors. Still another possibility is 
that instead of the McLeod bill the Admin- 
istration may be forced to accept a rider, 
in the form of a provision for purchase of 
closed-bank assets, to the Administration- 
sponsored bill continuing the temporary de- 
posit-insurance law for another year. By 
Uthai Vincent Wilcox. Barron’s, April 23, 
1934, p. 9:1. 


Devaluation of the Dollar 


An appraisal of the devaluation program 
as a means of effecting positive social bene- 
fits, not as a mere concession to political 
necessity. The study seeks to answer the 
following questions: 1. What is “devalua- 
tion”? 2. What are the objectives of de- 
valuation? 3. What is the ethical basis of 
devaluation as a means of relieving debtors? 
4. What is the probable after-effect of de- 
valuation on the creation of capital? 
5. What would be the effect on business 
activity of the rise in prices which is ex- 
pected to accompany devaluation? And if 
a gain is to result, what must be the rela- 
tion between price advance and wage ad- 
vance? 6, What are the channels through 
which devaluation would affect prices? 
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How effective a device for price boosting 
is it? 7. What do theory and experience 
teach as to the probable effect of devalua- 
tion on export and import trade? 

The main conclusions of the analysis are 
as follows: 1. Legal devaluation is fre- 
quently necessary. When the currency has 
been allowed to depreciate to a considerable 
extent, and has circulated for some time at 
its lowered value, restoration of the old 
gold unit would not correct the evil that 
has been done. It would merely create a 
new set of injustices and a new series of 
maladjustments ; 2. Devaluation as a means 
of gaining differential trade advantages 
over other countries is usually futile and 
always disruptive of international rela- 
tions ; 3. There is a theoretical justification 
for raising a price level which has re- 
cently fallen abruptly with a view to cor- 
recting maladjustments a. in debtor-cred- 
itor relations and b. between the rigid and 
the flexible prices; 4. Reduction of the 
metallic content of a gold currency is not 
a tried and proved device for restoring a 
price level, nor is there a clear theoretical 
case in its favor. By Charles O. Hardy. 
Public Policy Pamphlets No. 8, University 
of Chicago Press, 1933. 25 pages. 


Federal Examination of Trust Depart- 
ments 


For the purpose of strengthening the 
trust departments of all banks, both state 
and national, and standardizing their prac- 
tices, three agencies of the Federal Gov- 
ernment are acting in unison and coopera- 
tion for the establishment of a plan of 
examination and control of such institu- 
tions, which is new in conception, new in 
its thoroughness and more or less new in 
personnel involved. 

Trust authorities in the office of the 
Comptroller of the Currency, in the Fed- 
eral Reserve banks and in the Federal De- 
posit Insurance Corporation are engaged at 
the present time in working out a system of 
special examinations for the trust depart- 
ments of banks which, with slight if any 
variation in the case of each authority, will 
be applied by their representatives to all 
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banks coming under their respective juris- 
dictions. 

The new, combined, rather aggressive 
policy adopted by the Federal supervisory 
authorities in regard to the trust functions 
of banks reflects their intention of being 
certain that the trust departments are 
placed upon the same plane of soundness 
and efficiency as the authorities believe 
they have placed the banks of the country 
in their banking departments. There is 
also a general feeling that the trust busi- 
ness of the banks faces important changes. 
By George E. Anderson, American Bank- 
ers Association Journal, May, 1934, p. 23:4. 


What is Sterling Policy Likely to Be? 


Stabilization of the dollar-sterling ex- 
change rate is not an imminent possibility 
in the opinion of the author, who outlines 
in this article the reasons why an agree- 
ment would not be feasible for Great Brit- 
ain at the present time. Purchasing-power 
parities cannot be accurately determined 
until it is known whether further revalua- 
tion of the dollar will eventuate and until 
the extent of the rise in the American 
price level can be measured. Uncertainty 
still existing as to whether France and 
other gold-bloc countries can remain on the 
gold standard acts as a further deterrent 
to sterling stabilization. The author be- 
lieves that Britain will continue its present 
policy of allowing the pound to seek its 
own level, meanwhile preserving as much 
stability as possible and deferring stabili- 
zation until conditions are more settled in 
the United States and other commercial 
countries. By Alfred Flavin. Barron's, 
April 30, 1934, p. 17:1. 


Three Months of Deposit Insurance 


“As officials of the federal bank deposit 
insurance corporation now view the situa- 
tion after a limited experience they think 
that it should be possible to prepare a plan 
by which the banks will pay an annual pre- 
mium. This plan would be embodied in 
amendments to the permanent provisions of 
the bank deposit insurance sections of the 
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banking act of 1933. Under such a plan 
the system would be placed on a basis 
which would be predicated on actuarial 
computations.” By Arthur Crawford. The 
Burroughs Clearing House, April, 1934, p. 
6:4. 


President Roosevelt Disapproves of Sil- 
ver Restoration 


The efforts of the President and his 
monetary advisors to prevent the silver ad- 
vocates from pressing their demands in 
Congress has so far proved futile. The 
“free and unlimited” silver issue is before 
the people. 

Faith in silver as the cure for most 
monetary evils rests on the fact that the 
value of silver has moved much more in 
accord with the value of wheat and other 
basic farm products than has the value of 
gold. This fact might be an argument for 
adopting a silver monetary standard if no 
other standard existed. It has been dem- 
onstrated over and over that it is imprac- 
tical to maintain a bi-metallic standard 
when the two money metals are diverging 
widely in value. The alleged advantages 
of silver over gold disappear on analysis. 


Insurance* 


Protecting Liability for Property of 
Others 


Under the title of “The Commission 
Clause,” the author presents enlightening 
interpretations of the clause in policies per- 
taining to the property of others for which 
the holder or user may be liable. 

It is pointed out that certain hard and 
fast rules have ignored some legitimate 
needs of the insuring public. A manufac- 
turer accepts a moral responsibility for the 
property of others where no legal liability 
exists and unless that manufacturer has a 
liberally worded commission clause, there is 
nothing collectible under his policy for the 
benefit of his customer or other party whose 
property he temporarily holds. The writer 
refers to a broad form which ought to be 
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The proposal to restore the free coinage 
of silver would make the mint ratio of 
silver to gold about 27 to 1 whereas the 
market ratio is about 76 to 1. If the pro- 
posal to “restore” silver were adopted, it 
would throw our whole economic system 
into chaos. By Royal Meeker. Irving 
Fisher Weekly Article, April 23, 1934, 3 
pages. 


Uncle Sam Becomes Your Banker 


The multifarious activities of Government 
agencies in supplying financial assistance to 
those in practically every walk of life is 
the subject of this article. While the in- 
vasion of the banking business by the Gov- 
ernment has been a development of the 
depression, the ramifications have become 
so great that even after the emergency 
passes, the Federal Government will find 
itself hard pressed to withdraw from the 
field. 

A mass of figures showing the financing 
operation of many of the banking subsidi- 
aries of the Government are included. By 
Arthur Crawford. Nation’s Business, April, 
1934, p. 23:3. 


more generally used. He points out incon- 
sistencies in various jurisdictions which em- 
barrass the insured operating in various 
localities and advocates that some discretion 
be allowed the insurer where the insured’s 
integrity is above question, and where the 
values in trust are relatively small. By 
Clayton G. Hale. The Spectator, March 
22, 1934, p. 6:3. 


Annuities—Their Recent Past and Im- 
mediate Future 
One of the amazing effects of the depres- 
sion was the increased popularity of annui- 
ties as a form of investment and savings. 
The actual amounts of new annuity pre- 


miums collected by 28 insurance companies 
which, pane ees: Rengut: yaee. at Ge 


* Insurance abstracts are contributed by P. D. Berreniey, Assistant Treasurer, Graton & Knight 


Company. 


4 2a bigbad 





176 


business during the years 1930-1933, inclu- 
sive, were: In 1930, $67,220,000; in 1931, 
$133,878,000; in 1932, $97,109,000; and in 
1933, $177,385,000. 

The total premium income from annuities, 
including renewal premiums, was: 1930, 
$83,593,000 ; 1931, $156,511,000; 1932, $125,- 
401,000; and in 1933, $214,909,000. The 
1933 annuity premium income thus repre- 
sents a gain of 158 per cent over 1930. 

As might be expected, this absolute in- 
crease brought about a relative increase in 
the proportion of annuity premiums to the 
total premium income (exclusive of group 
and industrial premiums) for these compa- 
nies. This was partly because premiums 
from ordinary life insurance were falling 
off. ; 

Regarding the future of annuities there 
are two opposing points of view and only 
new facts as they are discovered will an- 
swer the question definitely. By Margery 


G. Dwyer and Philip Hewes. Life Insur- 
ance Sales Research Bureau, March, 1934. 


7 pages. 


2 
Insurance from the Client’s Viewpoint 


What the assured expects from his 
broker is comprehensively discussed in an 
article by A. V. Miller, Chief Accountant, 
New York Herald Tribune. He points 
out that the average buyer is not in a posi- 
tion to have any real knowledge of, or keep 
posted on the current financial standing of 
insurance companies. Therefore, it is the 
responsibility of a broker to see that sound 
insurance is provided, that the policy is 
adequate and complete in all particulars, to 
insure against all losses from the risk 
which it is intended to cover. Reference 
is made to various types of broker service 
which will improve the risk from a rating 
standpoint and educate the client in the 
prevention of losses. — 

While the broker represents the assured, 
he must never become prejudiced to the 
extent that he cannot give adequate con- 
sideration to the needs of his client, and 
seek protection in any suitable market. 

Mr. Miller points out very frankly that 
one of the major weaknesses is the lack 
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of expert knowledge by those posing as 
authorities on every phase and type of in- 
surance. The best type of broker is that 
individual who has made a sufficient study 
of the market to know where to go for the 
best type of policy applicable to the in- 
dividual risk. By A. Van Court Miller. 
The Insurance Broker-Age, March, 1934, 
p. 8:6. 


What Are Your Insurance Dollars 


Worth Today? 


“Unless a policyholder has made some 
material increases in his insurance coverage 
he may not be able to collect the full 
amount of his loss whether it be total or 
partial.” In this discussion of the status 
of insurance dollars today, the author, As- 
sistant Treasurer, Graton & Knight Co., 
and Vice-President in charge of Insurance 
Division, American Management Associa- 
tion, points out that the primary cause for 
the possible short coverage is the material 
advance in general costs which go to make 
up the replacement value of the properties 
insured. It matters not whether advancing 
costs are occasioned by the return of pros- 
perity and greater demand or by reducing 
the value of the dollar. The results are 
‘the same—a practical depreciation in the 
amount of insurance protection. 

In conclusion, Mr. Betterley says, “It is 
evident that a reappraisal is necessary now. 
And the only way adequately to protect 
future insurable interests is to keep a close 
watch for further advances in costs—to 
keep the insurance dollars in proper ratio 
to replacement values.” By P. D. Betterley. 
System and Business Management, May, 
1934, p. 230:3. 


Obsolescence Insurance 

Defining amortization as the creation 
over the years of funds to cover the loss 
of property when, because of old age, it 
ceases to be helpful or remunerative, the 
Vice President, Otis Elevator Company, 
points out the inherent differences in obso- 
lescence insurance. He says “Obsolescence 
insurance does not recognize that ultimate 
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loss is either necessary or inevitable. In 
principle it maintains that factory property 
may be kept up to its original investment 
value by the intelligent spending each year 
of a sum of money for that purpose. It 
provides that this money shall not lie idle 
but shall be spent regularly, as conditions 
develop, for the purpose of maintaining the 
property to its full earning status.” 

In conclusion Mr. Knapp says, “whether 
or not obsolescence insurance ever becomes 
the subject of an insurance policy, is im- 
material; inasmuch as the factory owner 
has it within his power to insure himself 
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against this most vicious of risks. What 
seems to me a perfectly simple and sound 
plan lies within his reach in his own of- 
fice. The plan is briefly this: Set aside 
each year the proper depreciation reserves. 
Do this, not as a bookkeeping entry, but 
in an actual cash fund. Then survey the 
plant once a year, and appropriate out of 
this fund what is necessary to cure the 
obsolescence of that year. Properly han- 
dled, there will still remain a credit to the 
fund, and, in addition, a non-obsolete fac- 
tory.” By J. C. Knapp. Mill & Factory, 
April, 1934, p. 39:3. 


Space: Location, Equipment, Arrangement 


Hot Days Ahead—Turn on the “Cool!” 


In their study of air conditioning during 
the past year, the editors of System and 
Business Management, found considerable 
questioning among business men. “Aren't 
costs prohibitive?” “Isn’t the equipment 
largely experimental and untried as yet?” 
These are typical of the queries that are 
in the minds of many people. 

Believing that if better information were 
at hand most of these questions would an- 
swer themselves, the editors set up a “typi- 
cal office” and asked each air conditioning 
manufacturer to recommend equipment, esti- 


mate costs, outline what the equipment 


would accomplish in comfort, and answer 
many other questions pertinent to such an 
installation. The results of the survey are 
given answering the question of costs. Sub- 
sequent issues of the magazine will carry 
articles answering such further questions 
as: “Is this equipment really proved or is 
it still experimental?” “Won't costs drop 
rapidly in a year or two?” “How much will 
our local climate change these figures?” 
“Is it possible for me to use this same 
equipment for winter conditioning?” By 


‘Russell L. Putman. System and Business 


Management, May, 1934, p. 222:3. 


Organization: Job Analysis, Employment, Pay, Tests 


This Plan Raises Typing Output and 
Reduces Costs 


By the use of a “growth of output” chart, 
one company in England eliminated entirely 
payments for extra staff and for overtime. 

In following such a plan this concern 
groups direct workers with those who con- 
tribute indirectly. For example, the filing 
and post departments are formed into a 
group with the shorthand-typists for the 
purpose of measuring the number of letters 
put out. 

As a group, extra effort is obtained from 


it in the following way: The number of 
letters put through each day is recorded 
in the post department and displayed on a 
weekly record sheet. At the end of each 
week a main chart is built up, showing: 1. 
Weekly average number of letters produced 
per short-hand-typist; 2. Number of as- 
sistants engaged in producing the letters, 
including filing and post departments; 3. 
Average cost per letter, excluding mate- 
rials, stamps, and dictator’s time. This is 
calculated by dividing total salaries by total 
letters for the week. By T. W. Payne. 
Business, May, 1934, p. 24:2. 
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Telephone Methods and Manners That 
Save Money 


“Many firms do not realize that the tele- 
phone girl is one of the most important 
units in any business. If they did they 
would not allow customers, prospective 
clients, and general inquirers to receive the 
treatment they often do at present at the 
hands of their operators.” 

It is not enough for an operator to have 
a pleasant voice on the telephone. She 


Records: Forms, Charis, Cards, Files, 


How Adding-Accounting Machines 
Each Year Save Double Their Cost 


“Immediately we installed two simple 
adding-accounting machines to handle our 
ledger posting and accounting control work, 
we cut our audit fees by £100 a year, and 
at the same time began to effect the further 
saving in wages of ‘a like amount which we 
have since realized each year for the last 
four years. 

“This saving, incidentally, was not our 
main objective at the time. We were more 
concerned with accuracy and up-to-dateness 
in our customers’ accounts—both of which 
objects, I may say, have been achieved to 
the full.” 

The business under review is that of 
motor hiring in all its grades from the 
small ten horse-power “drive yourself car” 
to the expensive chauffeur-driven limousine. 
Three-quarters of the business is on a cash 
basis, requiring close control to give econ- 
omy to the customer and profit to the firm. 
In this interview with the Director of the 
Company (Godfrey Davis, Ltd.) the in- 
stallation and development of the method 
is described. By C. H. Costello from an 
interview with Godfrey Davis. Business, 
May, 1934, p. 28:3. 

Punched-Card Method in Accounting 

Field studies of tabulating machine in- 
stallations show that the punched-card 
method can be applied to a great number 
of statistical and accounting operations. A 
study as to whether this method should be 
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should be trained to use her brains. It is 
not only switchboard operators who are 
inefficient and costly to their firm by the 
way in which they use the telephone; many 
senior employees and higher executives 
could improve themselves considerably. 
In this article the Chairman, Incorpo- 
rated Sales Managers’ Association (Eng- 
land), lists fifteen points on telephone serv- 
ice of vital importance to management. By 
H. Pickup. Business, May 1934, p. 23:2. 


Statistics 


used as against hand or other machine 
tnethods brings to light certain variables 
which are fundamental in reaching a deci- 
sion as to the benefits to be derived. The 
author, in this discussion, isolates each fac- 
tor or variable from any or all of the 
others in analyzing the advantages and dis- 
advantages encountered in the application 
of the punched-card method to statistical 
and accounting functions. By Raymond V. 
Cradit. The Journal of Accountancy, April, 
1934, p. 272:14. 


Exact Sales Records 


Cost of handling sales must be watched 
continually and at the same time accurate 
records must be kept and the customer 
must receive prompt and efficient service. 
Especially is this true of service garages 
and automobile parts companies, where an 
accurate check on work done on a car or 
on supplies ordered over the telephone must 
be continually maintained. 

Eaton Products, Inc., a manufacturer of 
auto accessories and operator of service sta- 
tions in several middle western cities, pro- 
vides itself with an accurate check on sales 
through use of a number of registers dis- 
tributed within easy reach of the salesman 
in the parts department and the attendants 
in the service department. 

One form is used for both cash and 
charge sales. The forms are made out in 
triplicate. The original copy goes to the 
accounting department, the billing is made 
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from it. The second copy goes with the 
merchandise as the customer’s copy of the 
transaction. The third copy acts as a re- 
ceipt for the merchandise and is signed by 
the customer. 
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If the sale is cash, the second copy is 
used as a cash sale invoice. The first and 
third copies following through as if it were 
a charge sale. System and Business Man- 
agement, May, 1934, p. 238:1. 


PRODUCTION MANAGEMENT 


General: Primotion, Organization, Policy, Development 


These Management Policies Have Built 
Up Profits 


Rolls Razor Limited have just completed 
another good year. A year in which trad- 
ing profits were raised by nearly £27,000 
above the previous twelve months’ trading, 
and in which deferred shareholders re- 
ceived a dividend of 300 per cent, plus one 
free share for every share held. In this in- 
terview with the Managing Director of the 
company, the policies responsible for this 
steady climb are described. The three most 
important factors are: 1. Bringing other 
lines into the production stream and the 
sales outlets, plus the development of a 


strong sales policy both at home and 


abroad; 2. Budgeting ahead for materials 
and sales; 3. Effectiveness of the single- 
point policy of management and control 
represented by the Managing Director, 
himself. By F. T. Poulton from an inter- 
view with A. Colin Kingham. Business, 
May, 1934, p. 7:4. 


How to Cut Costs In the Face of Code 
Restrictions 


“Faced by the limitations of NRA codes, 
what can industrialists do today to lower 
their production costs? Or must they sit 
idly by and not try to lower them at all?” 
asks the author, who advances as a basic 
thought the following: “Any efficiency-im- 
proving measure is permissible under the 
NIRA so long as that improvement does 
not take the form of exploitation of labor.” 
With this provision in mind, executives can 
proceed with their plans for improvement, 
it is pointed out, and at the same time make 
necessary cost reductions, if the increased 
efficiency does not exploit labor. The ar- 


ticle further deals with the need for a new 
executive attitude toward incentive systems, 
and urges that a new attitude toward labor- 
saving machinery be fostered. In the latter 
connection, he discusses the employer’s job 
of devising ways of maintaining employ- 
ment for the displaced workers. By Glenn 
L. Gardiner. Forbes, May 1, 1934, p. 8:2. 


Fighting Drag 


A few practical examples of the effect of 
drag or wind resistance on vehicles of the 
road, railway, air and sea are cited by the 
author, who views the streamlining of auto- 
mobiles, airplanes and trains as vital step in 
overcoming this resistance. “Drag is created 
when air is deflected and disturbed in pass- 
ing over an object. Streamlining provides a 
body that air will flow over smoothly and 
off smoothly. The bodies of most birds 
and fish have a good streamline form. Ex- 
pensive, fat cigars are among the most 
commonly-known objects approximating a 
good streamline form. Dirigibles and air- 
plane fusilages conform to the general shape 
of a cigar.” Radical alterations in the de- 
sign and appearance of motor vehicles and 
trains of the future will effect increased 
speed and economy, it is pointed out. By 
John K. Ottley, Jr. The Red Barrell, 
April 15, 1934, p. 14:7. 


A Symposium on Distributor Service 

In this article the executives in several 
nationally known manufacturing firms tell 
what the service of mill supply distributors 
has meant to their plants and why they 
prefer to buy factory supplies from local 
mill supply distributors. Some of the ad- 
vantages listed are: 1. The distributor can 
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render the kind of service for which the 
manufacturer has neither the time nor the 
facilities; 2. The distributor furnishes 
stock-depreciation insurance; 3. It is 
cheaper to concentrate purchases and to 
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buy from one distributor than to send away 
and buy from ten manufacturers ; 4. Buying 
from distributors helps to avoid plant shut- 
downs due to emergencies. Mill & Fac. 
tory, May, 1934, p. 37:5. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Occupational Diseases 


The most vital problem confronting the 
industrial employer today is, according to 
the Chief Surgeon, Maryland Casualty 
Company, the conservation of the health 
of his working force. This thought, the 
author points out, is not to be associated 
alone with the specific hazards of manufac- 
turing methods, but relates even more defi- 
nitely to the physical efficiency of his em- 
ployees, their workmanship and attendance. 
Absenteeism, labor turnover, work spoil- 
age, and diminished output are all factors 
which bear heavily upon production costs, 
much more heavily than the average em- 
ployer can be made to believe, because their 


influence cannot be made to appear as a 
red item in the ledger. 


“Future steps in accident prevention must 
carry us beyond the field of mechanical 
safeguard, safety posters and propaganda, 
as valuable as these have proved to be, 
into such realms as illumination, ventilation, 
air condition, and by no means the least, 
physical conditioning of industrial work- 
ers.” 

The function of the insurance company 
in the prevention and control of occupa- 
tional diseases is to inform the insured of 
the hazards under which the men work. 
By A. D. Lazenby, M.D. Industrial Medi- 
cine, March, 1934, p. 137 :6. 


Plant: Location, Lighting, Heating, Ventilation 


Everyone’s an Inspector in Our Plant 


“Inspection with a Personality” is the 
name given by Hall Brothers, Inc. (greet- 
ing cards), to a plan that combines per- 
sonnel welfare with building maintenance. 
“While every factory has regular inspec- 
tion of machinery equipment and plant, 
which are—and should be—made by ex- 
perts, this inspection is made by employees 
picked from the factory at random, with- 
out any notice—people who may be for 
the second or third time of their employ- 
ment out of their own departments. It is 
a survey of everyday conditions.” 

In conclusion, the General Manager of 
the Company says, “While this ‘Inspection 
with a Personality’ could not possibly re- 
place maintenance surveys and would obvi- 
ously do little good on the important mat- 
ters of building and equipment repair, there 
is a definite place for it in factory man- 
agement. Personnel welfare is important 
as a factor in successful operation. Em- 


ployees are certain to be happier in con- 
genial surroundings than in those not so 
acceptable, and while the results of this 
novel idea will not show on charts and 
graphs, the advantages and benefits are of 
a nature that gives considerable satisfac- 
tion both to employee and employer.” By 
C. S. Stevenson. Factory Management 
and Maintenance, May, 1934, p. 206:2. 


Should I Buy Special Machines? 


“To give the product manufacturer the 
greatest value for his investment of capital, 
the designer and builder of special manu- 
facturing equipment must consider the fol- 
lowing items: 1. Economical cycle of op- 
erations; 2. Time element; 3. Handling of 
work in process; 4. Production cost; 5. 
Percentage of operating activity ; 6. Capital 
investment ; 7. Time required for self-pay- 
ment; 8. Rate of net profit return.” 

Two concrete examples serve to illus- 
trate this statement. Case I presents the 
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advantage of replacing the old equipment. 
Case II demonstrates that more than doub- 
ling the required production does not neces- 
sarily justify doubling the amount of equip- 


Industrial Economics: 
Immigration 


Labor and 


International Labor Conventions 


Governments belonging to the Interna- 
tional Labor Organization have together 
registered 578 ratifications of 33 interna- 
tional labor conventions establishing mini- 
mum standards for labor laws or social 
legislation. Such conventions are adopted 
in draft form at the annual International 
Labor Conferences and then submitted to 
the treaty-making authorities of member 
governments for voluntary ratification or 
rejection. In this article, general state- 
ments are given as to the method of adop- 
tion, the nature of the commitment in- 
volved, the subjects dealt with, and the 
ratifications registered. These generaliza- 
tions are followed by brief summaries of 
the conventions and draft conventions, to- 
gether with their dates of adoption by the 
International Labor Conferences, the names 
of countries which have ratified each, and 
the number of ratifications. By Alice S. 
Cheyney. Monthly Labor Review, April, 
1934, p. 759 :20. 


Non-Contributory Pensions 


The non-contributory pension legislation 
of the different countries covers one or 
more of the following risks: invalidity, 
blindness, old age and widowhood where 
dependent children are left. Non-contrib- 
utory pension laws are administered by 
officials of the central or local govern- 
ments, and not, like insurance laws, by 
the elected representatives of the persons 
concerned. 

This report on the status of non-con- 
tributory pensions is divided into four 
parts. Part I is concerned with the quali- 
fications which must be possessed by bene- 
ficiaries of old-age, invalidity and blind 
pensions and with the principles by which 
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ment and using the same order of manufac- 
ture in two lot quantities. By Carl End- 
lein, Jr. Factory Management and Main- 
tenance, May, 1934, p. 200:2. 


Capital, Legislation, Wage Theory, 


the rate of the pension is computed. Part 
II is a discussion of Mothers’ Pensions. 
Part III deals with the source and amount 
of the funds required to finance non-con- 
tributory pensions and the manner in which 
the financial liability is allocated. Part IV 
is given to a discussion of the administra- 
tion of a non-contributory pension law 
which involves the performance of a regu- 


lar series of functions, and the establish- 


ment of suitable pension authorities in or- 
der to undertake it. International Labour 
Office. World Peace Foundation, 1933. 
140 pages. 


A Practical Study of the Minimum 
Wage Theory 

The establishment of minimum wages in 
industry is part and parcel of the New 
Deal philosophy. This statement requires 
no proof since virtually every code under 
NRA establishes such a provision. Yet, as 
Col. Rorty says, there is hardly any single 
industrial problem which involves more 
confusion of thinking. In this study of 
the subject, the author arrives at the con- 
clusion that the answer to the problem lies 
in disassociating minimum wage practice _ 
from perversions of the minimum wage 
theory in justification of impractical at- 
tempts to force general increases in wage 
levels. By M. C. Rorty. The Iron Age, 
April 12, 1934, p. 24:4. 


Washington Conference on Labor Legis- 
lation, February, 1934 


A conference on labor legislation, held 
in Washington in February, was called by 
the Secretary of Labor for the purpose of 
securing closer cooperation between the 
Federal Government and the states in the 
working out of a national program for leg- 
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islation affecting labor. Delegates were 
present from 39 states. The conference 
adopted a series of recommendations regard- 
ing minimum standards on such subjects 
as health and safety, workmen’s compensa- 
tion, unemployment insurance, and old-age 
pensions. The recommendations are given 
in full. Monthly Labor Review, April, 
1934, p. 779:11. 


Wage-Fixing Without Price-Fixing 
Threatens Small Business Unit 


The threat to the small business unit, ac- 
cording to the former Chairman, Federal 
Trade Commission, is not in price-fixing 
or in the suspension of the anti-trust laws. 
It is in wage-fixing without minimum price- 
fixing. 

If wages are fixed for the small busi- 
ness man with the limited pocketbock, he 
is put on the same wage plane as his large 
competitor. But unless minimum prices 
are also fixed, the result is an invitation 
for the concern with large resources to put 
the little fellows out of business. 

In conclusion, ex-Chairman Gaskill says, 
“It is not that what we have done is 
wrong but it is incomplete. We have de- 
clared that there is no reasonable wage 
for labor that does not meet a decent liv- 
ing standard. If we want to maintain that 
ideal we must also declare that there is 
no reasonable price to the consumer which 
does not cover that reasonable wage cost 
all the way back. And that declaration 
must be made not for the benefit of the 
employer but as the guarantee of the in- 
tegrity of the financial structure upon which 
the welfare of employer, labor and con- 
sumer conjointly will continue to depend, 
so long as the private property device 
shall endure.” By Nelson B. Gaskill. The 
Iron Age, April 19, 1934, p. 26:2. 


Women at Work 
A review of women’s progress in Amer- 
ican industry reflecting a century of in- 
dustrial change. The booklet considers 
such topics as: The coming of the machine ; 
Low wages for women; Women workers 
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in war time; The opening of opportuni- 
ties; Fight for better conditions; Labor 
legislation; The Negro woman worker; 
The immigrant woman worker; The 
woman worker today. United States De- 
partment of Labor, Women’s Bureau, 
Bulletin No. 115, 1933. 51 pages. 


Accident Experience of Government 
Employees, 1921-32 

Fatal injury rates of civilian employees 
in the Federal Government service de- 
creased 32.1 per cent between 1921 and 
1932, while nonfatal injury rates increased 
422 per cent during this period. For 
every 100,000,000 man-hours worked, 19 
workers were killed and 2,112 injured in 
1932 as compared with 28 killed and 1,485 
injured in 1921. This article presents data 
compiled by the Bureau of Labor Statistics 
on the accident experience of the various 
branches of the Federal service by year 
from 1921 to 1932. Monthly Labor Re- 
view, March, 1934, p. 550:6. 


The Importance of Psychology 


Defining psychology as the science of ex- 
plaining, predicting and controlling beha- 
vior, the author, Head of the Statistical & 
Research Department, Industrial Relations 
Division, The Procter & Gamble Company, 
stresses its bearing on the efficiency, well- 
being and happiness of employees. By 
Richard Stephen Uhrbrock. Industrial 
Medicine, February, 1934, p. 61:10. 


Unemployment Among Women in the 
Early Years of the Depression 


Unemployment among women was felt 
early in the depression. Relatively, those 
employed in manufacturing and mechanical 
industries suffered most heavily, but the 
largest number. and next to the largest 
percentage of those unemployed were in 
domestic and personal service. In every 
city studied, the heaviest percentage of un- 
employment was found among the colored 
women, the next among native-born white 
women, and the least among foreign-born 
white women. Monthly Labor Review, 
April, 1934, p. 790:6. 
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Shop Methods: 


When Should Manufacturing Concerns 
Make Their Own Tools 


The Westinghouse Electric and Manu- 
facturing Company, while not essentially a 
tool manufacturing concern, found it ex- 
pedient to design, manufacture and develop 
the greater portion of their dies, jigs, fix- 
tures, moulds, and special cutters. It was 
found after due investigation that their 
own tooling departments could not only 
make the tools at or below the market 
price, but they could also furnish the tools 
to the production department as they were 
needed. They do not extend this practice 
into the field of standard tools, however, 
as sources for these lines have been ade- 
quate and dependable for our needs. 

The programs and schedules for the de- 
velopment of products and tools are de- 
scribed in this article. By R. D. Hall. 
Mill & Factory, May, 1934, p. 42:4. 


Don’t Take That Job Unless You Know 
Its Cost 


Pointing out that in these days of op- 
eration under codes of fair competition, it 
is becoming more and more essential for 
industry to know more accurately the cost 
of manufacturing its product, the Superin- 
tendent of Time Study, Westinghouse Elec- 
tric and Manufacturing Company, says 
“Manufacturers basing costs on averages 
instead of accurate standards are quite 
likely to find themselves receiving orders 
for all the complicated work upon which 
they bid, while their competitors who have 
accurate costs based on actual labor and 
material are awarded all of the simpler 
work.” 

It is not generally recognized that accu- 
rate costs can be obtained on work of a 
jobbing nature by means of formulas, just 
as it is possible to secure accurate costs 
in factories handling a standard line of 
work through detailed time study. 

Defining a formula as a convenient way 
of expressing the manner of variation be- 


Industrial Engineering, Standardization, 
Setting, Time end Motion Study 


Waste, Rate 


tween two or interdependent variables, the 
author illustrates the process by means of 
specific examples of foundry operations. 
By G. J. Stegemerten. Factory Manage- 
ment and Maintenance, May, 1934, p. 197 :3. 


Fourteen Pointers on Handling Pipe 
Tools 


The fourteen causes of pipe tool trouble 
discussed here are: 1. Improper oil; 2. 
Chips in threaded barrel and leader vise; 
3. Sharpening own dies; 4. Not replacing 
worn-out parts soon enough; 5. Using dies 
when dull; 6. Backing off over finished 
threads; 7. Jamming; 8. Operating too 
fast; 9. Chatter; 10. Die in wrong posi- 
tion; 11. Tampering; 12. Worn grip 
screws ; 13. Off-standard fittings; 14. Drop- 
ping. By E. Ray Barkley. Mill & Fac- 
tory, May, 1934, p. 48:4. 


Works Transport and Shipping in a 
Large Engineering Factory 


Contending that works transport, pack- 
ing and shipping for both home and abroad 
are very closely allied with each other, 
and that very large savings can be effected 
if these problems are studied jointly, the 
author discusses the subject under the fol- 
lowing headings: 1. Site of factory (sid- 
ing agreement); 2. Works transport (in- 
ternal) ; 3. Packing (home and abroad) ; 
4. Cost of shipment (home and abroad, 
including marine insurance). By A. My- 
coe. The Journal of the Institution of 
Production Engineers, April, 1934, p. 169: 
13. 


Manufacturer’s Claims vs. Shop Produc- 
tion 


Between the manufacturer’s claims and 
the actual production records, there is a 
large difference which often causes some 
question of doubt as to the integrity of 
the manufacturer and the worth of the 
machine. Manufacturers’ claims are based 
on production per hour. But shop pro- 
duction figures are quite another thing, for 
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numerous elements enter into the shop 
work, ali of which tend to break down 
the production and to increase the differ- 
ence between those figures claimed by the 
maker, and those shown by the shop. 

The author discusses the following causes 
for lost time: 1. Time lost through sharp- 
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ening and changing tools; 2. Time lost 
waiting for work ; 3. Time lost from break- 
downs; 4. Time lost through operator; 5. 
Time lost through idleness; 6. Time lost 
through miscellaneous causes. By B. C. 
Mill & Factory, May, 1934, p. 


Reber. 
27 33. 


MARKETING MANAGEMENT 


Marketing Research Technique 


An analysis of marketing research, with 
a detailed study of each step in collecting, 
organizing, interpreting, and preparing the 
data, is being made by a Committee of the 
American Marketing Society. ; 

Based on the actual procedure of prac- 
tical research men, the Committee has 
completed an outline of the technique in- 
volved in each of four standard stages of 
procedure in marketing research. These 
stages are given as: Preparation; 
Execution of Program; Summation; and 
Extension of Research Service. These, 
in turn, are broken down in eight de- 
tailed stages of procedure, and a chart 
is shown for each of the stages, setting 
forth in steps the major operations. Text 
matter, it is announced, is now being pre- 
pared by the Committee discussing in de- 
tail the problems involved in each step. 

It is indicated that if this work proves 
to be as comprehensive and as sound as 
the Committee hopes to make it, it may be 
published in book form. Report of the 
New York Committee. The American 
Marketing Journal, April, 1934, p. 64:10. 


Recovery For the Consumer 


Appraising developments since the mid- 
winter field-day that aired the evidence of 
“open prices,” controlled output and other 
practices under codes drawn by industry, 
the author states that if the customer “can 
redress the present balance in favor of 
business, he will not only serve his own 
interests but increase the chances of gen- 
eral recovery.” The scattered consumers 


of the country, unable at present to make 
public the advice offered the Recovery Ad- 
ministration, will not be protected until 
there is a federal agency independent of 
the NRA to represent them, it is pointed 
out. Under the existing arrangement, it 
is suggested that the Consumer Advisory 
Board design a news service about prices 
that will stimulate consumers to action; 
obtain all available data about the relation 
of total cost of a product to the cost of 
its raw material; study the commodities 
whose prices have remained unchanged for 
the longest periods, and further investigate 
varying prices of the same commodity in 
different locations. By Arthur Robert 
Burns, Survey Graphic, May, 1934, p. 
225 :4. 


Why the Chains Welcome Price Stabili- 
zation 


“An analysis of the chains shows that 
all important organizations ask for sane 
price stabilization, because drug store op- 
erators know that immediately this will 
result in at least three moves which will 
be profitable to the manufacturer of na- 
tionally advertised brands and directly bene- 
ficial to the drug store operator,” states 
the Chairman of the Board, The Dow 
Drug Company. “There is a lot of sales 
enthusiasm, a dynamo of effort in the typi- 
cal chain store organization, and this vast 
power, when released behind advertised 
brands, sold at fair prices, will ultimately 
swing volume higher and higher.” Another 
advantage of price stabilization to the 
manufacturer, it is pointed out, will be 
the discontinuance of switching a customer 
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to a private brand that brings the store 
a profit; chain store operators prefer to 
put more effort behind advertised brands 
if they can be sold profitably. A consumer 
education campaign is looked to as neces- 
sary in connection with price stabilization. 
By D. C. Keller. Chain Store Age. (Drug- 
gist Edition), May, 1934, p. 24:2. 


A Consumer Asks That Business Cut 
the Cost of Marketing Goods 


The consumer’s viewpoint, in particular, 
that of the woman buyer, is expressed in 
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this article, which substantiates its argu- 
ments and statements with a number of 
concrete instances and figures. The au- 
thor, formerly a business woman but now 
a housewife, sums up her ideas: “I may be 
wrong, but I do feel that business can and 
must effect more economies in selling goods 
to consumers. You must simplify the get- 
ting of merchandise to us, without adding 
to the cost of goods themselves a huge sum 
for storage, for advertising, or for service.” 
By Marguerite Byrnes. Advertising & 
Selling, March 29, 1934, p. 16:3. 


Sales Promotion: Letters, House Organs, Advertising 


Chains Need Glamour 


Standing out from competitors takes on 
a new meaning to the store owner, in 
view of recent Government codes, points 
out the General Sales Manager, Piggly 
Wiggly Corporation, who believes that 
showmanship is finding a definite place in 
the chains and other businesses. “The 
main idea behind all successful glamorous 
promotions is to make the store and its 
merchandise so dramatically interesting 
that customers will look forward to mak- 
ing their daily purchases instead of rather 
dreading them,” explains the author. Spe- 
cific examples of introducing glamour by 
means of special advertising, decoration 
schemes and personality of employees are 
cited. By Lionel Tompkins. Chain Store 
Age (Druggist Edition), May, 1934, p. 
84.3. 


Ideas Grow on Selling Front—Not in 
Front Office 


“Our success in selling is not due to 
genius of any order; we get out and travel 
and make application of the problems we 
find,” explains the President, Northam 
Warren Corporation, manufacturers of 
toiletries. “No miracle, just footwork— 
detailed and purposeful, of course—has 
been responsible for the growth of this 
business as much as anything else. To 
keep in close touch with markets, to keep 
our policies up to date, to keep an eye 
always on the trend of styles and merchan- 


dising ideas, every executive of this com- 
pany travels almost as much as the fastest- 
footed salesman.” Other fundamentals ad- 
hered to in the company’s expansion have 
been: 1. A definite and regular advertis- 
ing program, coupled with an intelligently- 
directed promotional campaign; 2. A price 
protection policy popular with the trade; 
3. Study of potential market and the intro- 
duction of new products based upon ac- 
ceptable facts and good taste. By Northam 
Warren. Printers’ Ink, May 10, 1934, p. 
7:5. 


How and Why of Armour Package 
Changes 

In executing any packaging program, 
knowledge of the ever-changing consumer 
is of first importance. Adhering closely 
to this fundamental principle, Armour and 
Company has in the past year developed 
its packaging project along practical retail 
selling lines. An initial move was a change 
in point of view, namely, that of seeking 
the project from the angle of the housewife 
instead of the viewpoint of the packer. 
The objective of the campaign, which was 
a line of products in self-selling packages, 
has been accomplished chiefly through three 
methods: 1. Bringing all of Armour’s 
highest quality food products together un- 
der one family branding—Star—and under 
one basic design plan which offered a 
means of individualizing different products ; 
2. New packagings for the food products; 
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3. Packagings which would maintain a 
general family resemblance while varying 
enough to permit each product type to 
make an individual appeal to the housewife. 
By Ben Nash. Printers’ Ink, May 3, 1934, 
p. 57:4. 


Few Brands, Clean Policies, Advertising, 
Win New York 


The campaign of Gooderham & Worts, 
Ltd., distillers, in their invasion of the 
Eastern market has been based upon the 
lines that would be followed with any 
other quality packaged product, points out 
the author. “The essence of the plan,” he 
says, “is simply concentration on a few 


Salesmanship 


The First Thirty Seconds 


“If you will take care of the first thirty 
seconds, the next thirty minutes will take 
care of themselves!” This well-known 
paraphrase is the keynote of a consult- 
ing sales manager’s discussion of the sales 
approach and its importance in the inter- 
view. “One of the best ways to interest 
a man in that critical first thirty seconds 
is to appeal to one of his dominant wants,” 
states the author. “You may not know 
what his chief want is, but you can make 
a stab at it. You can sell almost any- 
thing, if you can tie your story to a strong 
want in the first thirty seconds. A mer- 
chant wants to make a profit, he wants 
quick selling merchandise, he wants qual- 
ity goods because he wants to create a 
reputation that will cause people to come 
back.” By Burton Bigelow. The Red 
Barrel, April 15, 1934, p. 21:3. 


Ask Them to Buy! 


Concrete examples of successful selling 
methods are cited by the author, Sales Pro- 
motion Manager, Graybar Electric Com- 
pany, who defines selling as “striking the 
spark which inflames the potential buyer 
into action.” Stating that payrolls are 
definitely on the up grade and that after 
four lean years consumers are eager to buy, 
he says: “It is the indifferent, lackadaisical 
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brands, in one market at a time, sold 
through a small group of strong whole- 
salers, at a reasonable profit to producer, 
wholesaler and retailer and a reasonable 
and dependable price to consumer and 
backed by intensive and consistent advertis- 
ing.” A simple and direct program of 
advertising supplements the selling of the 
specialty salesmen. The Company prefers 
selling and working with a capable few and 
exclusive liquor wholesalers. A “Control 
Profit Plan” keeps the products out of 
the hands of price-cutting dealers. By 
Lawrence M. Hughes. Sales Management, 
May 1, 1934, p. 424:2. 


selling that lets business down. Figuratively, 
in times like these, you’ve got to rub the 
consumer’s nose up against the merchandise, 
tell him why he needs it, and ask him to 
buy.” The salesman who uses “headwork” 
in his contact with the public is the one 
who will reap the benefit of the rising 
buying power, it is pointed out. By Her- 
bert Metz. Printers’ Ink, April 19, 1934, 
p. 17:4. 


A Selling Tool That Gets Orders for 
11,500 Norge Salesmen 


“Selling tools of the right sort are as 
indispensable to the salesman as a wrench 
is to the plumber or a rifle to a soldier,” 
states the Vice-President in Charge of 
Sales, Norge Corporation. The selling 
tool is described as any device that will 
have complete utility for the salesman in 
front of the prospect during any stage of 
sales approach, presentation, demonstra- 
tion or close. The Norge Ready Refer- 
ence Pocket Kit is believed by the author 
to fit this definition. This kit is enclosed 
in a pocket-sized, stiff leatherette case, 
and has space for forty reference cards, 
which are divided into three sections: 1. 
Cards of product specifications, use values 
and features; 2. Cards of consumer buying 
appeals, and 3. Cards digesting the salient 
facts of the 1934 Norge Sales Training 
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Course. These cards are 4 by 6% inch 
size with a tabular index in front. Copy 
is written from the sales angle entirely 
and is compressed to provide as much use- 
ful fact and proof as possible: By John 
H. Knapp. The American Salesman, April, 
1934, p. 15:5. 


35% of Dealers Do 65% of Trade, Libby 
“Radios” Their Salesmen 


Discovering that 90 per cent of all 
grocers handle some of the Libby lines, but 
that 35 per cent of this number do 65 per 
cent of the business, the Libby, McNeill & 
Libby Company is massing its educational 
and training efforts on this profitable 
minority. Sales conferences are devoting 
much time to coaching salesmen on the 
proper ways of dealing with this selected 
group. A typical Libby sales meeting as- 
sumes the form of a radio broadcast, with 
a Libby salesman and a local grocer as 
actors. This is made possible by a con- 
cealed phonograph behind the radio. Sales 
men of the “Hundred Foods” are stressing 
these seven points: 1. One Libby item 
helps to sell the others; 2. Satisfied cus- 
tomers insure repeat buying, and increase 
profits; 3. Sales effort accumulates value; 


Retailing 


A Problem in Inventory Control 


In the words of the author merchandise 
control has two equally important phases 
—the regulation of incoming goods and the 
control of the stock on hand to keep it 
moving. A single example is cited of in- 
ventory control developed by the author 
and applicable to a retail store handling 
fashion merchandise that sells rapidly. In 
this case the problem is to control a small 
stock of misses’ street dresses so as to 
realize the following objectives: 1. A steady 
flow with no clogging; 2. Maximum vol- 
ume at a few price points; 3. An adequate 
initial markup; 4. A minimum markdown; 
5. At the higher price or prices, clean, 
new stock in the height of fashion; 6. 
At the lower price or prices, an assort- 
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4. A consistent brand policy wins buyers’ 
confidence and stops careless buying; 5. 
Clerks learn one line and its prices and 
qualities thoroughly; 6. Unvarying high 
quality is assured by Libby, and 7. New- 
comers know the line and buy with confi- 
dence. Sales Management, May 1, 1934, 
p. 440:1. 


Sales Letters vs. Pep Talks 


Stating the purpose of his article as an 
attempt to discover the kinds of bulletins 
and sales letters that are now being used, 
the author points to methods now prac- 
ticed by the Phoenix Mutual Life Insur- 
ance Company, the Todd Company, the 
A. Nash Company, and Bayuk Cigars, 
Inc. Concrete examples of constructive 
and timely sales bulletins are cited, and 
the following conclusions reached: 1. 
Bulletins should be “long on brass tacks”; 
2. They should be newsy and personal in 
nature; and 3. They should awaken in 
the salesman a desire to obtain more 
knowledge of his particular product and 
efficient selling methods. By Robert W. 
Palmer. Printers’ Ink, April 5, 1934, p. 
34:4, 


ment of styles only one to three months 
old of excellent quality. 

The plan of control and the time limits 
before markdown are illustrated in a table 
and described in the text. Decision as to 
price points was largely a matter of ex- 
perimentation which the author details. 
The general rule seems to be that dresses 
must be marked down almost to cost, at 
the first cut, in order to move them 
quickly. 

A second table incorporated in the ar- 
ticle, indicates the estimated average mark- 
up performance. The system has not been 
in operation long enough to determine the 
accuracy of these tables but records are 
being accumulated. According to the au- 
thor, every store and line of goods pre- 
sents its own control problem; but more 
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and more it is being found that a statis- 
tically minded executive in both large and 
small stores can set control limits profitably 
for the buyer by price line, by classifica- 
tion and frequently by size, color and ma- 
terial also. By John W. Wingate. The 
American Marketing Journal, April, 1934, 
p. 51:6. 


How the Minimum Mark-Up Is 
Working Out 


Surveying the operation of the minimum 
mark-up provision of the retail grocery 
code in an eastern state, the author reports 
that, among other things, the code has 
stopped the sensational use of loss leaders 
at prices well below cost, and on the other 
hand has not deprived the chains of the 
opportunity of passing on to the public the 
savings made possible by big purchasing 
power and efficient operation. The set-up 
of local boards is outlined, and their activi- 


ties in sending out trained investigators to 
troublesome sections is discussed in detail. 
In the main, food retailers, it is pointed 
out, are showing a willingness to comply 
with the mark-up provision, once they 
know what is expected of them. By Frank 
E. Landau. Chain Store Age, (Grocery 
Edition), May, 1934, p. 40:4. 


Wall Street Slants on Merchandising 


Public psychology as it is recognized and 
dealt with by merchandisers of securities 
is not essentially different when it comes 
to commodity merchandising, says Mr. 
Rukeyser, in discussing the public’s ap- 
parent aversion to intrinsic cheapness in 
stocks as well as in merchandise, and sug- 
gests that its trading instinct might be 
more widely cultivated by sellers of goods 
as it has by sellers of investments. By 
Merryle Stanley Rukeyser. The Merchan- 
dise Manager, April, 1934, p. 15:3. 
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Price Control Devices in NRA Codes. 
By George Terborgh. Brookings Insti- 
tution, Washington, 1934. 45 pages. 50c. 
This third of a series of NRA studies 

made by the Institute of Economics of the 

Brookings Institution provides a most use- 

ful analysis of the various methods used 

to stabilize or control prices in codes of 
fair competition. 

The major methods of price control dis- 
cussed by this booklet are: 

a. Provisions for the fixing of minimum 

prices or mark-ups 

b. Provisions against selling below in- 

dividual cost of production 

c. Open-price provisions 

d. Control of production and productive 

capacity. 

The study does not go into every variety 
of price control, direct and indirect. The 
difficulties involved in the administration 
of many of the clauses found in many dif- 
ferent codes are outlined in considerable 
detail. 


The point of view expressed will afford 
no comfort for code authorities and more 
particularly for the executives of. code 
authorities. 

W. J. Donatp, 
W. J. Donald and Company. 


Our Master’s Voice—Advertising. By 
James Rorty. John Day Co., New York, 
1934. 394 pages. $3.00. 


This attack upon advertising is written 
out of the author’s experience in advertising 
agencies. The book is an attempt, by an 
advertising man and journalist, to tell how 
and why the traditional conception and func- 
tion of journalism has lapsed in this coun- 
try. It describes the progressive seizure 
and use, by business, of the apparatus of 
social communication in America. 

The advertising business is taken to mean 
the total apparatus of newspaper and maza- 
zine publishing in America, plus ‘radio 
broadcasting and with qualifications the 
movies; plus the advertising agency struc- 
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ture, car card, poster, and direct-by-mail 
companies and the services of supply—print- 
ing, lithography, engraving, etc-—which are 
largely dependent on the advertising busi- 
ness for their existence. 

The advertising technique is taken to 
mean the technique of manufacturing cus- 
tomers by producing systematized illusions 
of value or desirability in the minds of the 
particular public at which the technique is 
directed. 

“T have tried to show,” writes Mr. Rorty, 
“that the advertising business has wrought 
a far more profound havoc upon our people 
than most of us realize. I have tried to 
show that this business perverts and stulti- 
fies our essential instruments of social com- 
munication; that its fantastic economic 
wastefulness is the least important aspect 
of its viciousness ; that this leering, cajoling, 
bullying caricature of truth, decency, serv- 
ice, education, science is something that a 
sane and vigorous people must reject in its 
totality, on pain not merely of economic 
chaos but of cultural death.” 


The Turning Wheel. By Arthur Pound. 
Doubleday, Doran & Co., Garden City, 
N. Y., 1934. 517 pages. $3.50. 

In the advance of the American auto- 
motive industry, the experience of General 
Motors has been unique. It was ‘the first 
automobile merger, and as such had plants 
in many localities. Other large automobile 
companies have grown up around individ- 
uals in complete authority; this one from 
the first has had many bases for widely scat- 
tered operations, and in the main has func- 
tioned through the meeting of many minds 
rather than at the word of a single person. 
Its ownership has become widely diffused 
over the whole country, a testimony to the 
general acceptance by investors of the fact 
that conservatism has definitely succeeded 
the vigorous slap-dash optimism of youth. 
The contrast between the General Motors of 
today and the General Motors of its years 
of storm and stress, reveals the ground won 


and held by steady and efficient manage- 
ment. 
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This history of General Motors through 
twenty-five years provides a view of the 
vast social consequences of invention and 
enterprise. 

“The history of General Motors records 
scientific and commercial achievements of a 
high order, but this is true of many cor- 
porations. What makes this corporation 
most interesting is the fact that its expan- 
sion was rapid and yet it was marked by 
relatively few of the discords usually con- 
nected with swift industrial growth.” 


The Mainstay of American Individual- 
ism. By Cassius M. Clay. Macmil- 
lan, New York, 1934. 269 pages. $2.50. 


In this survey of the farm question, the 
author delineates in an early chapter the 
changing economic features, uncovering in 
some degree the anatomy of the existing 
economic structure of the nation. He sur- 
veys the long contest between the farm 
and the factory, the significant place it has 
filled in the history of the United States 
for the last one hundred years, and some 
of the areas within which there continues 
a conflict of immediate interest between 
the opposing economic groups. Succeed- 
ing chapters deal with the history of the 
farm problem over the last decade, the 
reasons why at the present time we are 
passing through no ordinary crisis, and 
various matters, such as revision of our 
tariff, debt and foreign policies, tax re- 
form, better land utilization, debt relief 
and the encouragement of cooperative mar- 
keting. 


Social Change and the New Deal. Edited 


by William F. Ogburn. University of 
Chicago Press, Chicago, 1934. 120 pages. 
$1.00. 


Overshadowing the general course of 
events in 1933 were the extraordinary po- 
litical and economic activities promoted by 
an administration bent on change. For 
this reason the authors, in their annual 
analysis of the social changes of the pre- 
ceding year, appraise the recovery and re- 
construction achievements with little refer- 
ence to other changes. Included in the 
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study are the following topics: The Back- 
ground of the New Deal; Economic Re- 
covery ; Money and Finance; The Recovery 
Law; Unemployment and Relief; Labor; 
Agriculture and Rural Life; Education; 
The Tennessee Basin; Nationalism; The 
Beginnings of Reconstruction; Social Phil- 
osophy; The Future of the New Deal. 

In summarizing the study, Professor 
Ogburn concludes that the energy back of 
the New Deal is due to a synchronizing of 
the business cycle and political cycle, and 
will spend itself. Most of the Recovery 
activities follow trends which have been in 
existence for many years and which are 
likely to continue, though some of them 
may be combated successfully. A much 
closer union between government and busi- 
ness is predicted. 


The New Dealers. By Unofficial Ob- 
server. Simon and Schuster, New York, 
1934. 404 pages. $2.75. 


This kaleidoscopic view of Washington 


and its changing picture since the early 
months of 1933 concerns itself chiefly with 
the personalities of the New Deal—the New 
Dealers, themselves. 

Beginning with the President as the cen- 
tral figure, the author notes that “Roose- 
velt’s art is that he has combined familiar 
ideas with familiar methods in such a way 
as to produce something so unfamiliar that 
we have no word for it. It is creative 
statemenship—to produce a revolution of 
minds without a conflict of bodies, to usher 
in a new era without bloodshed, disorder 
or despair.” 

From this point the observer moves on to 
the outstanding figures of the Washington 
drama, dealing first with the “Industrial 
OGPU,” of whom General Hugh S. John- 
son is the untiring force and human dyna- 
mo. Next come the group whose interests 
have been focused on the agricultural as- 
pects of the picture—Henry A. Wallace, 
Secretary of Agriculture; his lieutenant, 
Professor Rexford G. Tugwell, and imme- 
diately beneath them the men known as the 
“Little Brain Trusters.” 
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In a2 chapter entitled “Mad Money,” the 
author selects as his principal figures Henry 
Morgenthau, Jr., Secretary of the Treas- 
ury, and the monetary and administrative 
“brain trust” formed by his assistants. The 
“Storm-Troopers,” pictured as a solid front 
representing far more than immediate prob- 
lems, include George N. Peek, Joseph B. 
Eastman, James M. Landis and Robert 
Fechner. 

Other groups described are the ‘“Utop- 
ians,” of whom a moving figure is Miss 
Perkins, Secretary of Labor; the “‘Prae- 
torian Guard,” composed of Mrs. Roose- 
velt, Colonel Howe and the White House 
staff; the “Privy . Councillors’—Judge 
Brandeis, Professors Moley and Berle, and 
Felix Frankfurter; the “Black Chamber,” 
which counts James A. Farley, Daniel C. 
Roper and Homer S. Cummings as its 
initial members; the “Fallen Angels,” “the 
men who hopped the New Deal bandwagon 
and then failed to make the grade”; “Pub- 
lic Enemies”—war, international bankers, 
self-appointed defenders of the Constitu- 
tion, and politics. 

The observer sums up the New Deal as 
a “laughing revolution,” whose real vic- 
tims are obsolete ideas and irrelevant facts. 
“It is purging our institutions in the fires 
of mockery and it is lead by a group of men 
who possess two supreme qualifications for 
the task: common-sense and a sense of 
humor.” 

Concentration of Banking. By John M. 
Chapman. Columbia University Press, 
New York, 1934. 388 pages. $5.00. 
The relationship between branch banking 

and bank mergers is outlined in this book. 
The growth and the scope of each of these 
major phases of the banking concentration 
movement are. analyzed statistically and 
some of the data is presented in chart form 
indicating developments more clearly. Both 
bank mergers and branch banking are con- 
sidered in relation to bank failures, chain 
and group banking, and the changing size 
of the unit bank. The legal and economic 
background for the more important and 
fundamental changes is considered. 
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The author, who is Assistant Professor 
of Banking at Columbia University, traces 
the history of unit banking and pictures the 
reasons for the present trend to the branch 
and also to the group banking plan. He 
makes a point that the average small unit 
bank will eventually disappear because of 
the impossibility to operate such banks on 
a profitable basis because of overhead fac- 
tors. He pictures the branch banks as 
taking the place of these small units and 
serving the public well under modern bank- 
ing conditions. 


Tested Collection Letters. By Chester H. 
McCall. Falcon Press, New York, 1934. 
303 pages. $5.00. 

The 250 letters presented in this clearing 
house of collection practice and procedure 
have proved successful in actual use, points 
out the author, who states that “each letter 
has been selected for a particular purpose— 
to illustrate a specific point, method or ap- 
proach.” These letters were sifted and 
selected from approximately 5,000 letters 
obtained from organizations throughout the 
country. The preface of the volume gives 
general recognition, with titles and com- 
panies listed, to the seventy credit execu- 
tives who assisted in providing the practical 
data. Each series of letters reproduced is 
similarly accredited to the contributor. 

“The best and most effective collection 
process,” points out the author, former edi- 
tor and publisher, Credit and Financial 
Management, “must be based upon the fol- 
lowing fundamentals: 1. A definitely stated 
policy as to terms of sale, and consistent 
educational efforts to impress upon the 
debtor the sanctity of the sales contract ; 2. 
A system of analysis and classification of 
accounts that will provide a basis for sound 
and logical collection efforts; 3. A series 
of collection letters that will bring maxi- 
mum payments at minimum collection ex- 
pense, while building goodwill that makes 
better customers; and 4. Utilization of any 
special and supplementary collection aids 
that may be in keeping with your collec- 
tion policy.” 


In chapters so named, the following col- 
lection stages, with examples and analyses, 
are discussed: Analyzing the Customer’s 
Paying Habits; Collection Letter Series; 
First Stage Collections ; Middle Stage Col- 
lections; Stunts, Stories, Humor and 
Poetry; Collection Systems; Monthly 
Statements; Collection Statistics; Special 
and Supplementary Collection Aids; Tele- 
graphing for Action; Helping the Customer 
Help Himself. The salesman’s place in the 
collection of accounts and special collec- 
tion questions are also considered. 


You Must Relax. By Edmund Jacobson, 
M.D. Whittlesey House, McGraw-Hill 
Book Co., New York, 1934. 201 pages. 
$1.50. 

. High nerve tension has become so pre- 

valent in America and over much of the 

civilized world, points out Doctor Jacob- 
son, that a very widespread need has arisen 
to combat this condition. 

For relief from overwork, worry, fatigue 
or sleeplessness, doctors advise rest. From 
experience we know that there is more to 
relaxing than just making up our minds to 
do it. 

This book, a presentation, in the lan- 
guage of the layman, of an earlier and more 
technical book* by the same author, em- 
phasizes the fact that to be excited and to 
be fully relaxed are physiological opposites. 
Methods of relaxing while working, playing 
or resting are explained. 


Between Two Worlds. By Nicholas Mur- 
ray Butler. Scribner’s, New York, 1934. 
450 pages. $3.00. 

A world ended in 1918. Another is 
struggling “powerless to be born.” It is 
between these worlds, President Butler in- 
dicates in this collection of twenty-four 
speeches, essays and letters, that we are to- 
day, with two great forces even now at 
grips as to which shall control the world 
of tomorrow. These forces, the author 
states, are Liberty or some form of “Com- 
son, University of ee a. Cand Ise. 
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pulsion”—Socialism, Fascism or Commun- 
ism. Interpretations of the social economic 
and political problems of our times are pre- 
sented. 

Such chapter headings as “Ideals in 
American Political Thought,” “Government 
and Liberty,” “From What Are We Trying 
to Recover?” “Some Ruling Principles of 
Good Government,” “Self-Disciplined Lib- 
erty or Compulsion,” “American Public 
Opinion and International Affairs” suggest 
the nature of the book. 


After the Shutdown. By Ewan Clague, 
Walter J. Couper and E. Wight Bakke. 
Institute of Human Relations, Yale Uni- 
versity, New Haven, 1934. 153 pages. 


On March 12, 1929, the L. Candee and 
Company of New Haven, Conn., a subsidi- 
ary of the United States Rubber Company, 
called a special meeting of its Factory Coun- 
cil, composed of plant executives and em- 
ployee representatives. At this meeting the 
announcement was made that on April 6, 
1929, the plant would be completely and 
permanently shut down. The L. Candee 
factory, in operation since 1842, was the 
oldest rubber manufacturing plant in the 
United States, the second oldest in the 
world, This announcement of its closing 
was the first intimation received by the 
plant officials and workers that any such 
drastic readjustment was contemplated, and 
it came therefore as a shock to all. It 
meant the displacement of about 800 work- 
ers who had thought themselves secure in 
their jobs for life. 

The shutdown was made as the first 
step in a general program of consolidating 
scattered small plants into a few major fac- 
tories. The New Haven shutdown was 
followed by the complete shutdown of the 
Hartford Rubber Works, another subsidi- 
ary, in late August of that year, then by 
two plants near Boston, and eventually by 
the shutdown of more than a dozen plants 
throughout the country. The closing of the 
Hartford plant displaced about 1,400 men. 

The shutdowns at New Haven and at 
Hartford provided an unusual opportunity 
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to study the readjustment of displaced in- 
dustrial workers. The conditions in New 
Haven and in Hartford in regard to per- 
sonnel and plant, in regard to the action 
taken by the company, and in regard to 
community response, differed in certain im- 
portant characteristics, thus providing op- 
portunity for comparative study. The 
company offered the full use of its personnel 
records. Accordingly, the Institute of Hu- 
man Relations of Yale University under- 
took to study, through a survey of the 
displaced individuals, the problems of their 
readjustment. 

The results of the study, which extended 
over a period of three years, are detailed 
in this book. The first part follows the 
worker after the shutdown of the plants for 
a period of eleven months when the oppor- 
tunities for re-employment approximated 
those of normal periods. The second part 
surveys the process of readjustment during 
the two following, depression years. 


Managed Money. By Erik T. H. Kjell- 
strom. Columbia University Press, New 
York, 1934. 109 pages. $1.75. 


Stabilization of prices achieved by cen- 
tral banking operations is commonly re- 
garded as sufficient to improve and preserve 
the economic well-being of a country. 

Usually known by the term “managed 
money” this economic proposal has long 
had its advocates in the United States, as 
well as its bitter opponents. Lay opinion 
on this plan is clouded by prejudices and 
class feeling, and whether a man belongs to 
the debtor or creditor groups usually mo- 
tivates his opinion. 

This book describes the actual results of 
managed currency over a period of more 
than two years in Sweden. It is the belief 
of the author that the efficacy of currency 
management in times of severe depression 
is overemphasized, which belief is sustained 
by the experiences of Sweden’s central bank. 
The conclusion is reached that stabilization 
of an index of representative prices does 
not prevent heavy fluctuations in production 
and employment. 





